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SUMMARY 


Bulgaria's economic performance in 1980 showed decreased growth rates 

in several key areas. National income increased by only 5.7 percent, 
down from 6.5 percent in 1979. Industrial production grew by only 4.11 
percent, while agricultural production, plagued by a cold, rainy spring 
and a hot, dry summer, fell sharply for numerous crops. The New Economic 
Mechanism -- a combination of decentralization of planning and increased 
incentives -- continued to be extended throughout most sectors of the 
economy. Bulgaria embarked on a program to develop its own energy re- 
sources, principally coal. Foreign trade continued to grow in 1980 -- 
totalling more than $20 billion, with a surplus of approximately $800 
million. Development plans for the next several years call for slower 
rates of growth and concentration on modernization and reconstruction 
of existing facilities rather than construction of new ones. 


The new joint venture law, in part promulgated to attract Western 
technology and investment, has been received cautiously by most 
Western business people. To date, only a few cooperative agreements 
have been signed under the law. 


US-Bulgarian trade in 1980 totalled $185.7 million. Agricultural 
commodities predominated: corn, soybeans, tobacco, and beans accounted 
for 78 percent of US exports to Bulgaria, while tobacco and cheese made 

up more than 71 percent of US imports from Bulgaria. Aside from agri- 
cultural commodities, expansion of trade is developing slowly and is 
hampered by lack of Most-Favored-Nation status for Bulgaria's exports 

to the US market, among other factors. Nevertheless, both Bulgaria 

and the US are interested in expanding commercial contacts, and such 
fields as machine tools, robots, computers, coal extraction, and petroleum 
exploration offer genuine possibilities. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Bulgaria's economic performance in 1980 showed decreased growth rates 
in several significant categories. National income, which had risen 
by 6.5 percent in 1979, increased by only 5.7 percent in 1980. Most 
of this increase was attributed to a rise in labor productivity. In- 
dustrial production during 1980 rose by approximately 4.11 percent, 
well below the 6.3 percent targetéd growth. As for performance in 
individual sectors, chemical production increased by 9.7 percent, 
electronics by 8.1 percent, and coal production by 6.9 percent. The 
plastics industry showed a spectacular growth of 37.3 percent. Pro- 
ductivity in the industrial sector rose by only 2.6 percent in 1980 
despite industrial capital investments, which increased 22 percent 

in 1980 for a total of $3 billion. In specific production terms, the 
following commodities showed positive growth in 1980: power trans- 
formers, 12.7 percent; woolen fabric, 12.2 percent; electrical energy, 
7.3 percent; silk fabric, 9.8 percent; and vegetable cooking oil, 17.4 
percent. The following products showed negative growth: electric 
fork lifts, -16 percent; calcified soda, -1.3 percent; and cotton 
fabric, -l percent. 
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In agriculture, the decrease in production as compared to 1979 was blamed 
on unfavorable climatic conditions: a cold, wet spring followed by a 
hot, dry summer. The wheat crop, which increased by 15.4 percent, was 
the star performer of 1980. Production of other grains, including corn 
and soya, were far below targets and contributed to an overall decrease 
in grain production of almost 10 percent. Also disappointing was the 
performance of sugar beets, which fell by 30 percent in comparison to 
1979. 


The following are 1980 production figures for some major crops (1979 
in parentheses) in thousands of tons: wheat: 3839 (3324); barley: 
1362 (1511); corn (grain): 2187 (3205); sunflower: 376 (415); soya: 
107 (152); tobacco: 110 (157); cotton: 12 (19); sugar beets: 1445 
(2017); and potatoes: 315 (444). 


In the livestock area, production of beef cattle, hogs and sheep re- 
mained at 1979 levels, while poultry production increased by 1.5 
percent. 


During 1980, some $3.95 billion in construction was completed, including 
74,000 housing units. The most important project was partial completion 
of the $181 million People's Palace of Culture in April 1981. Of the 
$8.23 billion spent on capital investment, more than 63 percent was 

for modernization, reconstruction, and expansion of existing produc- 
tion capacity. 


Energy production rose by 9.7 percent in 1980. Lignite coal production, 


31.5 billion tons, increased by 7.3 percent, as part of Bulgaria's 
policy of making more use of domestic energy resources. 


In the area of living standards, real personal income increased by 

2.7 percent, while the average monthly salary was approximately $204. 
Some $6.3 billion were spent on public consumption funds in 1980 -- 

an increase of 20 percent over the previous year. Thus three-fourths 
of the produced national income went for these funds, which include 
monies for public health, education, libraries, stipends, certain 
pensions, maternity leave, allotments, and other free services to the 
population. Retail trade during 1980 was more than $14 billion, a 16.6 
percent increase over 1979. Much of this rise, however, can be attri- 
buted to higher retail prices imposed in November 1979. In 1980, every 
100 households had 77 television sets, 71 washing machines, 77 refrig- 
erators, and 29 automobiles. 


Bulgaria's foreign trade in 1980 was almost $20 billion. The balance 
of trade was in surplus ($790 million in 1980) for the second year in 

a row. Following a trend evidenced in the past several years, Bulgaria 
did especially well in expanding exports to developing countries. 
Almost half of its trade with non-socialist countries is with the Third 
World. Exports to the West and Third World countries increased by 

35 percent, while imports from these countries increased by 23 percent. 
Again, much of this rise is due to inflation, but part is undoubtedly 
attributable to increased volume. Bulgarian trade officials assert 





that the country achieved a current account surplus in 1980. Bulgaria 

does not publish debt. figures, but a recent estimate by the International 
Herald Tribune of the country's net indebtedness was $3.3 billion at the 
end of 1979 and its debt service ratio (repayments on medium- and long-term 
debt and net interest payments/hard-currency trade exports) was 58 percent. 
Among most Western bankers, Bulgaria has the reputation of a good credit 
risk. 


PLANS FOR 1981-82 


The most noteworthy trend to watch for over the next year or so will be 
scaled-down projected rates of growth for the economy. National income, 
which grew ata 5.7 percent rate in 1980, is projected to rise by 5,1 per- 
cent in 1981 and 5 percent the following year. This lowering of expectations 
is in part a response to the recognition that, despite the fact that more 
than 75 percent of Bulgaria's trade is with other socialist countries, 
trade is still affected by fluctuations in the world economy. Recession 
and inflation in the economies of Bulgaria's capitalist and Third-World 
trading partners will probably put a crimp in Bulgaria's exports to the 
West. At the same time, the cost of some of the manufactured goods and 
primary products it imports has been rising. The target for 1981 labor 
productivity, counted on to provide a major share of the increase in 
national income, is 4.8 percent, with 4.9 percent projected for 1982. 
Industrial production is scheduled to go up by 5.9 percent in 1981 and 

6 percent in 1982. Previously, the machine-building industry was tar- 
geted to grow by 10.5 percent in 1981, but, according to the latest 
plan, the increase will be only 8.1 percent in 1981, followed by an 

8.4 percent rise in 1982. On the other hand, the projection for the 
chemical and rubber industry, a favored sector, has been increased from 
10 to 11 percent in 1981, with a 9-5 percent expansion in 1982. In the 
consumer sector, light industry is scheduled to increase by only 2.4 
percent in 1981 and 3 percent in 1982. Agriculture is expected to rise 
by 4.7 percent in 1981, and 2.7 percent the following year. The emphasis 
will be placed on grain production, which is slated to be 9.9 million 
tons in 1981 (excluding soya and rice) and between 10.5 and 11 million 
tons by 1985, up significantly from the 7.7 million tons produced in 
1980, when adverse climatic conditions severely reduced output. The 
increase in real personal income is expected to grow by 4.8 percent in 
1981, slightly higher than the 4.3 percent increase foreseen for 1982. 
Foreign trade is expected to grow by 8.3 percent in 1981 and to con- 
tinue growing in 1982 at an 8 percent rate. 


As in previous years, the main emphasis in industrial development will 
be on sectors of heavy industry with traditionally high productivity and 
growth rates, e.g., machine-building, chemicals, metallurgy, and energy. 
The relative share of these four industries is expected to increase from 
53.2 percent in 1980 to 55.2 percent by 1982. In machine-building, con- 
centration will be on heavy industry machine-building projects at 
Radomir-Pernik and Ruse (paired with a Romanian factory being built 
across the Danube), chemical machine building at Khaskovo, and forged 
cast iron works at Lovech. In the chemical industry, stress will be 

on polypropylene and ethylglycols at Burgas and Devnya. Major plant 





reconstruction and modernization is slated for the Dimitrovgrad, Vratsa, 
and Yambol chemical combines. A polyurethane complex is also scheduled 

to be built in the Shumen area. The 1981-82 plan in the field of metallurgy 
calls for a plant to be constructed in Asenovgrad for dynamos, metal sheet 
for transformers, and stainless steel. At Pernik, a new electric steel 
complex and rolling mill are scheduled for completion. Reconstruction 
work will continue at the Kremikovsti steel complex. The ground has also 
been broken on the site of the Third Metallurgical Complex near Burgas. 
The first stage, scheduled for completion in 1985, will include a rolling 
mill with a yearly capacity of 640,000 tons of profiles for machine- 
building and construction. In the electronics and electrical engineering 
field, which accounts for 12 percent of the country's industrial pro- 
duction and 16 percent of total exports, Bulgaria will concentrate on 
mastering the production of memory unit magnetic discs with a capacity 

of 200 MB, introducing specialized central processors for computers and 
multi-desk data preparation systems, and developing problem oriented 
systems for use in trade, agriculture, and administration. As for 
communications hardware, the Bulgarian electronics industry is completing 
the introduction of a quasi-electronic departmental automatic telephone 
exchange with microprocessor control in Sofia. 


In the energy field, the third 440 mw reactor at the Kozloduy Atomic 
Power Station was completed in December 1980, bringing the capacity of 
the station to 1,320 mw. The capacity is expected to reach 3,760 mw by 
1988. The government has recently decided to build a second nuclear 
power plant with a capacity of 4000 mw near Belene, some 100 kilometers 
east of the Kozloduy site. Construction of.the second nuclear reactor 
complex is scheduled to begin in 1985. Bulgaria's ambitious nuclear 
energy program is expected to bring about a rapid increase in the share 
of total electric energy generated by nuclear power -- from 20 percent 
in 1980 to 26 percent by 1985 and 40 percent 1990. The Dobrudzha deposits 
of black and coking coal are also tagged to play an important role in 
Bulgaria's attempt to increase energy self-sufficiency. These deposits, 
which lie between the port of Kavarna and Balchik on the Black Sea, are 
estimated to be 1.2 billion metric tons. It is estimated that more than 
30 percent of this coal can be used for coking. There are several ob- 
stacles which must be overcome if the Dobrudzha deposits are to be 
exploited: the extreme depth of the deposits -- between 1,375 and 1,950 
meters, a 1,200-meter layer of rocks whose physio-mechanical qualities 
vary widely, and several water-bearing layers (aquifers) of high dis- 
charge and pressure. 


Of importance to Bulgaria's economy over the next several years will 

be the application of the New Economic Mechanism (NEM), which is an 
attempt to decentralize partially the economic-planning and decision- 
making processes. Main principles of the NEM are: (1) Economic acount- 
ability of each enterprise: subsidies to enterprises are to be gradually 
withdrawn. (2) Reduction in centralized planning: planning from above 
will include general targets on production of materials and products of 
major importance. The individual enterprise will then make its own 
"“counterplan" which fills in the details of how the general targets are 
to be met, as well as quantities of items to be produced not specified 





by the central planners. (3) Self-sufficiency: enterprises and their 
workers are not entitled to take more from the economy than they give 
to it. Wage payments are to be taken from what is left from profits of 
enterprises after expenses and obligations to the state have been paid. 
In linking wages with output, it is hoped that workers will have more 
incentives to produce more and higher quality goods. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


Of particular interest to US business is the joint venture law 

(Decree 535) of March 1980. In negotiations with representatives of 
Bulgarian enterprises, many US Susiness people have been asked to consider 
possibilities of joint cooperation under the new law. Decree 535, which 
replaces a more limited law from 1974 and is on paper one of the most 
liberal of Eastern Europe, allows the formation of joint enterprises with 
unlimited foreign participation for operations in Bulgaria or third 
countries. The foreign partner has the right to repatriate profits after 
payment of taxes and to maintain ownership of machinery he/she imports until 
such time as the corporation is dissolved. Bulgaria maintains its 
sovereignty under Decree 535 by stipulating that (1) the enterprise may 
not own real estate in Bulgaria; (2) the Chairperson of the Managing Board 
and the Board of Directors must be Bulgarian; and (3) all decisions 

as to the activities of the enterprise must be taken unanimously. 
Activities of these joint enterprises are intended to be outside the 
framework of the state economic plan. To date, only a few firms have 
signed agreements under Decree 535 and the emphasis seems to be on 
cooperation in third countries rather than in Bulgaria. Most Western 
firms are awaiting clarification of the law promised by the Ministry 

of Foreign Trade and Chamber of Commerce and Industry before seriously 
commiting themselves. 


Bulgaria has also established a Mineral Bank, whose purpose is to 
facilitate receipt of foreign credits for exploitation of Bulgaria's 
energy and raw materials resource base. The bank has wide powers to enter 
into business arrangements with foreign creditors. The creation of a 
super agency, the Council for Raw Materials and Energy Problems, attached 
to the Council of Ministers, is another step in trying to address the 
country's energy-and primary resources problems. The Council organizes 
and oversees the activities of ministries, agencies, and organizations 
regarding the development and effective use of energy and mineral re- 
sources. 


Western firms and, by implication, US firms, will be the primary bene- 
ficiaries of the foregoing innovations. Bulgaria's main interest in 
trade with the West is the import of technology which will allow it to 
modernize its industrial base and to utilize more efficiently raw 
materials and energy. Bulgaria has improved its financial position 
vis-a-vis the West and in many cases is able to pay in hard currency 

for the imports. Nevertheless, there continues to be a push for counter- 
trade in discussions with many Western businesses. 





Many Western firms find it to their advantage to be represented in Bul- 
garia by Interpred, the sole agency authorized to represent foreign 
companies in the country. Interpred offers its customers such services 
as maintaining consignment stocks, locating goods for countertrade, 
promoting company interests in Bulgaria, and reporting available trade 
data. 


In the energy field, possibilities exist for US firms to participate 

in Bulgaria's nuclear energy and coal development programs. While the 
Kozloduy nuclear power station was equipped solely with Soviet assistance, 
the Belene complex will be constructed in association with the Soviet 
Union and other East European countries. We understand that the Bulgarians 
may be interested in purchasing software for the Belene complex from 
Western firms. Moreover, the Bulgarians have acknowledged that Western 
technology and know-how, especially American, will be needed to exploit 
and market the Dobrudzha Basin coal deposits. The Bulgarians are hopeful 
of finding oil and gas in economically exploitable quantities on the Black 
Sea shelf. To date,the Soviet Union has conducted most of the prospecting 
off the Black Sea coast and decisions have been taken on where to begin 
drilling possibly later this year. When these first drillings take place, 
the GOB will be looking for cooperation with Western firms which have 
experience in offshore drilling to provide oil rigs and engineering 
services. Emphasis will be placed on training Bulgarian specialists in 
offshore drilling and production techniques. 


In agriculture, while Bulgaria's agricultural machine-building industry 
produces significant quantities of low technology machinery, there is a 


significant market for large, specialized farm machines. Likewise, there 
continues to be a need to import chemical pesticides and herbicides. 
Bulgaria's food processing industry also offers opportunities for co- 
operation with US firms. 


Official US trade promotions in Bulgaria in 1981 will include technical 
sales seminars in lasers and electro-optics (May) and medical diagnostic 
equipment (September). There will also be a video catalogue exhibition 
entitled "Machine Tools USA" in Plovdiv (June). The US Department of 
Commerce will coordinate US participation in the Plovdiv International 
Fall Technical Fair (September 26-October 5). Besides these officially 
sponsored programs, some US firms have conducted their own promotions 
directly with interested Bulgarian foreign trade organizations or min- 
istries. Some assistance with seminars may also be available through 
the Bulgarian Chamber of Commerce and Industry. 








